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Should the Reciprocal Trade 
Agreements Be Renewed? 


Mr. WHITTLESEY: We are today in the middle of the congressional contro- 
versy over the Trade Agreements Act. Mr. Clayton, as Assistant Secretary of 
State charged with responsibility for economic affairs, the vote yesterday must 
have given you deep personal satisfaction. Would you give us a little background 
on the issues which are at stake? * 


Mr. Crayton: It did give me very great personal satisfaction. The reciprocal 
trade agreements’ program, I believe, applies the principles of just good business 
and good hard common sense to the very serious problem of tariff adjustment 
which we have in this country. 


Mr. ScuHuttz: The trade agreements’ program is worth while, and it has 
those merits which you have just ascribed to it, but I feel very keenly that— 
and I-will try to show this later—the trade agreements’ program simply does 
not go far enough. 


t The House of Representatives on May 26, 1945, passed by a vote of 239 to 143 and 
sent to the Senate the bill authorizing the extension and expansion of the Trade Agree- 
ments Act of 1934. The measure continues the act for another three years (until June, 
1948) and empowers the President to reduce tariff rates 50 per cent below those existing 
January 1, 1945. In the debate over the bill in the House, the Speaker read a letter from 
President Truman in which he said: 

“ ...1 wish to repeat that I regard the pending measure for the renewal of the 
Trade Agreements Act as of the first order of importance for the success of my admin- 
istration. 

“T assume there is no doubt that the act will be renewed. The real question is whether 

the renewal is to be in such form as to make the act effective. For that purpose the en- 
largement of authority provided by Section 2 of the pending bill is essential. 
_ “T have had drawn to my attention statements to the effect that this increased 
authority might be used in such a way as to endanger or ‘trade out’ segments of Ameri- 
can industry, American agriculture, or American labor. No such action was taken by 
President Roosevelt and Cordell Hull, and no such action will take place under my 
Presidency” (New York Herald Tribune, May 27, 1945). 
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Mr. Crayton: I will admit that it is a modest effort in the direction in whict 
it is headed, but you must not forget that in this democratic country of ours w 
cannot go any farther than public opinion will let us go. 


Mr. Scuutzz: Is public opinion set against it? 


Mr. WuITTLESEY: The reason that public opinion in so many quarters be- 
lieves that the tariff should not be substantially reduced is, I think, because: 
many people have been convinced by a number of very popular, but not alway 
extremely logical, arguments. There is a saying which you may have heard that 
“the free traders win all the arguments, and the protectionists win all the elec- 
tions.” / 


Mr. Scuuttz: The vote yesterday in Congress is certainly to the contrary. 


Mr. WuittLEsEy: I sincerely hope the public has progressed, and perhaps 
this is an example of it. But there are at least four arguments to which I want to 
direct your attention and to have you analyze for us. These are arguments which} | 
are extremely influential and widely held. 


Mr. Scuuitz: What are they? 


Mr. WHITTLEsEy: The first one is that a high protective tariff is necessary in 
order to protect the American level of wages against the pauper labor of foreign 
countries. 


Mr. Crayton: May I just say a word on that? That idea—that our high 
standard of living and high wages are the necessary and actual product of our 
high protective tariff—which is, as you say, prevalent among a great many 
people in this country is a very great economic fallacy. As a matter of fact, | 
wages are high and the standard of living is high‘in those countries where the 
proportion of the capital and land to the population is high. 


Mr. Scuvuttz: That is right. 


Mr. Crayton: And the wages and standard of living are low in countries 
where the opposite is true. 


Mr. WuITTLEsEy: It is perhaps worth recalling that Alexander Hamilton, | 
who is known as the father of the American protective tariff, advocated protec- 
tive tariff in the United States in order to compensate for the high level of wages 
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in this country. In other words, the high wages came first, and the tariff came 
afterward. Therefore, the high wages can definitely not be attributed to the 
high tariff that is imposed. 


Mr, Crayton: That is exactly right. As proof of the fact that the tariff is not 
responsible for the high wages we pay in this country, we have only to cite the 
fact that the highest wages which we pay are in the industries which export 
goods and which require no tariff protection. The lowest wages which we pay 
are in those industries which require the highest tariff protection. 


Mr. Scuu1tz: The comment which Wittlesey quoted, however, is false even 
though Hamilton was the great author of it. Yet on your point, you are right, 
Clayton, and I would like to cite the example of rice. We used to import half of 

our supply. Then we found a more efficient technology so that our farmers be- 
came very efficient. Now we can sell rice and before the war we even sold rice 
into the Orient and made money on it. These are the best and most prosperous 
farmers in the South in some respects. 


Mr. Wart esey: As I see it, foreign trade is a way of producing goods indi- 
rectly. We produce, by means of the export, the imports which we get in ex- 
change for those exports. It has always seemed to me that no one forces his level 
of living and his wages down to the scale of the coolie by hiring a coolie to work 
for him, but he definitely would force his wages down toward that level if he un- 
dertook to do the work of the coolie himself. 


Mr. Scuuttz: That is very well said. What is the second popular objection? 


Mr. WuitTLEsEy: The second objection, it seems to me, which is very im- 
portant in the public mind, is that foreign trade is, after all, not very important, 
because it constitutes only about ro per cent of the total trade of this country. 


Mr. Scuuttz: That argument simply misses the point, because we have in- 
dustries and we have whole regions dependent upon a product which is exported. 
Let us consider the cotton economy, for example. Half the farm people in the 
United States live in the cotton area, and no one can contend that cotton is not 
very much dependent upon an export market. 

Mr. CLAYTon: It is also true that our foreign trade would be a great deal 
more important than it is in our economy if we would only trade with other na- 
tions. 

Mr. Wuirttesey: Is it not also true that if it is so important in individual 
cases, it is likewise pretty serious for an industry or any particular company 
which happens to lose as a result of the concessions granted by this country un- 

der the trade agreements’ program? I imagine that some industries may have felt 
that they have been ruined by this program. 
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Trade is very important even though for an individual industry. That also 
suggests that some of the individual companies may have been very hard hit by 
concessions in the trade agreements’ program. 


Mr. Crayton: The record shows very decisively that that is not true. In all 
the hearings which we have had recently before the House Ways and Means 
Committee, lasting about three weeks, everybody was given an opportunity to 
come and to state his case. I do not believe that there was one single instance 
where any industry showed that it had been seriously injured by this program. 


Mr. SCHULTZ: The objection that industries are “sold down the river,” as so 
often is said, is just not sustained in terms of what has happened, at least. 


Mr. Crayton: It just is not true, that is all. 


Mr. WuittLesey: That has both led us into and disposed of my third main 
objection, which was that individual industries feel that they are threatened by 
this program. 


Mr. ScuHuttz: What is your fourth? 


Mr. Wuitttesey: The fourth is that the national security, particularly as a 
result of the vital industries which are needed in time of war, may be sacrificed. 


Mr. Crayton: I do not. think that there is anything in that. That factor is 
always taken into account in negotiating trade agreements. Of course, as we all 
know, and as we have learned during this war particularly, there are a great 
many things which we have to have in wartime which we do not produce in this 
country and which we cannot produce in this country. Tin is a very good ex- 
ample. There are other things of which we produce much too little—for example, 
tungsten and chrome and manganese. Those things we have to acquire abroad. 


Mr. Scuut7z: Let us close our discussion of those objections. I have a feeling 
that, really do to a constructive job on this program, we have to answer some 
large questions. There are three of these which are in the mind of the average 
person—particularly those of the public who are informed and are concerned 
about the significance of the trade agreements. 

First, is this trade agreements’ program a necessary link in the chain of our 
international organizations? Second, will the trade agreements’ program help 

clear the channels of trade? That is a terribly important general question which 
we have to answer. Third, will the trade agreements’ program provide an effi- 
cient technique for tariff adjustments? 


Mr. WHITTLESEY: We might take up those different questions in order. The 
first question of whether it is a necessary link in the chain of international 
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economic policies requires, first, a consideration of ie what the reciprocal 
trade agreements’ program is. 


Mr. Crayton: In 1934 Congress passed a bill known as the Hull Reciprocal 
Trade Agreements Act. That bill authorized the President to make agreements 
with foreign countries whereby concessions in our import duties on goods which 
we buy from them are traded for reductions in their duties on goods which they 
buy from us. That is the reason that I say that it is just a good business way of 
dealing with the problem and that it is bottomed on good hard common sense.? 


Mr. WHITTLESEY: Why is it necessary? Why do we need this kind of a basic 
technique? 


Mr. Crayton: We will all admit, I think, on a moment’s reflection, that if we 
look at the question of future peace in the world, the peace structure may be 
just a kind of great arch which has two supporting columns. One is political, and 
the other is economic. The trade agreements’ program is just a part of that eco- 
nomic column, but I cannot stress too greatly the importance of that economic 
column. 


2 “The act empowers the President, in order to obtain from other countries conces- 
sions on American exports, to modify excessive United States tariff rates, to bind ex- 
isting tariff rates against increase, and to guarantee continued duty-free entry of prod- 
ucts now on the free list. 

‘*The act does not empower the President to modify tariff rates except under a trade 
agreement; it does not empower him to reduce the duty on any foreign product under a 
trade agreement’by more than so per cent or to transfer any item from the dutiable list 
to the free list. 

“Tt does require that trade agreements be concluded only after the President has 
sought the advice of the Departments of State, Agriculture, and Commerce, the Tariff 
Commission, and other appropriate agencies of the Government, and only after public 
notice and full opportunity for presentation of information and views by any interested 
person. 

“All Government agencies concerned with foreign commerce cooperate, through 
interdepartmental committees, in studying all pertinent facts and views. Before any 
trade agreement is concluded, public notice is given of all products on which concessions 
by the United States will be considered and public hearings are held by representatives 
of the Government agencies concerned. Resulting recommendations in regard to trade 
agreements are submitted to the President through the Secretary of State... .. 

“The United States, in negotiating a trade agreement, asks a foreign country to 
lower its excessive tariff rates on our exports, or to liberalize quota or exchange restric- 
tions on them..... Under trade agreements the United States has agreed to tariff re- 
ductions or to the continuance of existing tariffs or free entry in the case of imported 
products needed or desired by American producers and consumers. Concessions are 
granted on imported products more or less similar to those produced in the United 
States when they are in the national interest and when reciprocal concessions are ob- 
tained in return... .” (“The Reciprocal Trade-Agreements Program in War and 
Peace,” Department of State Bulletin, February 20, 1943). 
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Mr. Scuvuttz: The Bretton Woods proposals are also a part of that economic 
column. 


Mr. Ciayton: Right. 


Mr. SCHULTZ: The point which you make is a very important point. In our 
thinking about the international field we have to see that the political and the 
economic are linked and that we cannot have our political goals and our political 
values in the international sphere unless we become more realistic in the eco- 
nomic. The trade agreements, you say, are one of those realistic steps.3 


Mr. Crayton: That is exactly right. 


Mr. WHITTLESEY: How does the situation compare with what it was in the 
past? 


3 President Roosevelt, on March 27, 1945, sent a special message to Congress on 
tariffs and trade which said, in part: 

“««.. . . we know that we cannot succeed in building a peaceful world unless we build 
an economically healthy world. We are already taking decisive steps to this end. The 
efforts to improve currency relationships by the International Monetary. Fund, to en- 
courage international investments and make them more secure by the International 
Bank for Reconstruction and Development, to free the air for peaceful flight by the 
Chicago civil aviation arrangements, are part of that endeavor. So, too, is the proposed 
food and agriculture organization of the United Nations. 

‘We owe it to the vision of Secretary Hull that another of the essential measures we 
shall need to accomplish our objective has been tested and perfected by ten years of 
notably successful experience under his leadership. You are all familiar with the Trade 
Agreements Act, which has been on the books since 1934 and which on three occasions, 
since that time, the Congress has renewed. The present law expires in June of this year, 
I recommend that it again be renewed so that the great work which Secretary Hull be- 
gan may be continued. 

“Under him the reciprocal trade agreement program represented a sustained effort 
to reduce the barriers which the nations of the world maintained against each other’s 
trade. If the economic foundations of the peace are to be as secure as the political foun- 
dations, it is clear that this effort must be continued, vigorously and effectively. 

‘Trade is fundamental to the prosperity of nations, as it is of individuals. All of us 
earn our living by producing for some market, and all of us buy in some market most 
of the things we need. We do better, both as producers and consumers, when the mar- 
kets upon which we depend are as large and rich and various and competitive as possi- 
ble. The same is true of nations. 

“We have not always understood this, in the United States or in any other country. 
We have tried often to protect some special interest by excluding strangers’ goods from 
competition. In the long run everyone has suffered. . . . . ; 

“Tn this process cf reconversion, decisions will necessarily be influenced by what 
businessmen foresee as Government policy. If it is clear that barriers to foreign trade 
are coming down all around the world, businessmen can and will direct production to 
the things that look most promising under those conditions. In that case a real and 
large, and permanent expansion of international trade becomes possible and likely. 
“But if the signs are otherwise, if it appears that no further loosening of barriers can be 
expected, everyone will act very differently. In that event we shall see built up in all 
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Mr. Crayton: How does it compare with World War I, for example? 


Mr. Scuuttz: I would say (not to stress the similarities for the moment, but 
if you press me on the differences) that I am inclined to see three that are very 
important. One is that last time we were unwilling to take political responsibility | 
in world affairs. In that case we are much more mature in America this time. In | 
the second place, I should say that we came out of the war with large claims, in- 
terest and principal, in terms of that fantastic war debt. You would make a good 
deal of that, would you not, Clayton? 


countries new vested interests in a system of restrictions and we shall have lost our op- 
portunity for the greater prosperity that expanding trade brings. 

“T have urged renewal of the Trade Agreements Act. In order to be fully effective 
the act needs to be strengthened at one important point. You will remember that, as 
passed in 1934, it authorized reductions in our tariff up to 50 per cent of the rates ther 
in effect. A good many of those reductions have been made, and those rates cannot be 
reduced further. Other reductions, smaller in amount, leave some remaining flexibility. 
In other cases, no reductions have been made at all, so that the full original authority 
remains..... 

“T therefore recommend that the so per cent limit be brought up to date by an 
amendment that relates it to the rates of 1945 instead of 1934. Then we shall have the 
powers necessary to deal with all our friends on the basis of the existing situations... . . 

“This legislation is essential to the substantia] increase in our foreign trade which is 
necessary for full employment and improved standards of living. It means more exports 
and it also means more imports. For we cannot hope to maintain exports at the levels 
necessary to furnish the additional markets we need for agriculture and industry—in- 
come for the farmer and jobs for labor—unless we are willing to take payments in im- 
ports. 

‘‘We must recognize, too, that we are now a creditor country and are destined to be 
so for some time to come. Unless we make it possible for Americans to buy goods and 
services widely and readily in the markets of the world, it will be impossible for other 
countries to pay what is owed us. It is also important to remember that imports mean | 
much more than goods for ultimate consumers. They mean jobs and income at every 
stage of the processing and distribution channels through which the imports flow to the © 
consumer. | 

_“By reducing our own tariff in conjunction with the reduction by other countries of © 
their trade barriers, we create jobs, get more for our money and improve the standard 
of living of every American consumer..... | 

“We all know that the reduction of government-created barriers to trade will not 
_ solve all our trade problems. The field of trade has many fronts, and we must try to 
' get forward on each of them as rapidly and as wisely as we can..... 

“When this trade agreements legislation and the other legislation I have recommend- 
ed to this Congress are adopted and when the general organization of the United Na- 
tions and their various special agencies, including one on trade, have been created and 
are functioning, we shall have made a good beginning at creating a workable kit of 
tools for the new world of international cooperation to which we all look forward. We 
shall be equipped to deal with one great over-riding question of security and with the 
crucial questions of money and exchange, international investment, trade, civil avia- 
tion, labor and agriculture. .... ” 
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Mr. Crayton: Yes, I would. I think that that term was a circumstance of 
the last war which gave us a great deal of trouble subsequently and which we 
_ have just been discussing in Congress recently in reference to a bill which is in- 
troduced by Senator Fulbright to repeal the Johnson Act. 


Mr. Scuuttz: Lend-lease has avoided that this time. 
Mr. Crayton: Right. 


Mr. ScHuLtz: Thus we have two differences there, and they are both positive. 
The third of the differences is the fact that after the other war we went right to 
the job of hiking our tariffs. After the other war we had the Emergency Tariff 
Act, and we had the Fordney-McCumber Tariff, and we just ran wild. This time 
I just hope we will not repeat those acts.4 


Mr. Crayton: We also had the Smoot-Hawley Bill. 
Mr. Scuuttz: Which came later. After the war we took those other steps. 


Mr. WuIrttesey: The substance of that difference is that we carried on the 
policies based upon an entirely different economic position into a world where 
our international economic position had been completely changed as a result of 
the war. You feel that the philosophy is still an important factor. 


Mr. Scuuttz: Yes, I would say that we have become mature. 


Mr. WHITTLESEY: You have demonstrated to my satisfaction that some pro- 
posal such as this in the economic sphere is necessary in order to balance prog- 
ress and validate the progress we make in the political field. However, it remains 
to be demonstrated by our discussion whether the reciprocal trade agreements 
themselves will be adequate to accomplish the purpose of clearing the channels 
of trade. Just what is the setting of the present world picture? 


Mr. Scuuttz: Our second question, and main question this afternoon, is 
whether the trade agreements will help clear the channels of trade. I find it nec- 
essary to get some idea of what is ahead and what that setting is. Clayton, I 
would like to press you with that question. 


4The Emergency Tariff Act of 1921 provisionally reimposed the duty on wool and 
raised those on sugar, wheat, corn, and meat. In 1922 a general revision was made with 
the passage of the Fordney-McCumber Tariff Act. The duties on agricultural products 
were still further increased and those on manufactured goods, such as woolens, cottons, 
and silks, were either put at the level of the tariff act of 1909 (which was the last pre- 
ceding high tariff act) or raised above that level. Some articles, such as chemicals, which 
had previously been admitted at low rates, were put on the high-rate list. The Hawley- 
Smoot Tariff Act was passed in 1929 and increased the rates on more than a thousand 
articles, raising the average rates far above those of 1922. 
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Mr. Crayton: The world has great need of buying-power in the United 
States. We do not take foreign currencies for our goods; we take only dollars. 
Our traders and manufacturers must have American dollars in the sale of their 
goods; and the world needs our goods, and they need them desperately in order 
to reconstruct the ravages and the devastation of war. But they are short of 
dollars, and they must find some way to obtain them. Of course, temporarily 
they can get dollars by our making loans and investments in foreign countries, 
and so on, but that is only a temporary expedient. In the end they must pay 
with goods and services. 


Mr. Scuuttz: Of course, a number of countries have rather important dollar 
balances as we come to the end of the war. 


Mr. Crayton: That is true, but those balances are largely held by the neutral 
countries which in every case have not suffered the devastation of war. They 
will want, however, to develop their economies and to industrialize and so on, 
and they should be assisted in that. 


Mr. WHITTLESEY: But in the period after the war those countries are not 
going to be in a position to send imports to this country and relieve this dollar 
scarcity by that means. 


Mr. Crayton: That is true. They cannot do it in the period immediately 
after the war. There is a great scarcity of goods in the world, of course, and es- 
pecially in the case of the devastated countries. 


Mr. WHITTLESEY: Why bother reducing imports? 


Mr. Scuuttz: We are building for the long pull here. Industrialization is 
going on in the backward countries. Brazil wants her capital goods, as Clayton 
said. We have the task of rehabilitation, and our technology and our unused 
plant capacities—in machine tools, for example—as we come to the end of the 
war, can be tapped. It will also mean something to our program of full employ- 
ment. 


Mr. Crayton: It means a great deal to our employment. 


Mr. Scuutt7z: I just accept Clayton’s thesis that sooner or later—and it will 
be rather sooner—there is going to be a scarcity of dollars available to the Swiss 
and available to the French, the Belgians, and the Hollanders who are trying to 
buy things out of our market. 

Mr. WHITTLESEY: That is all well and good. The problem is there, but that 
does not dispose of the question of whether the reciprocal trade agreements’ pro- 
gram is a device for relieving it. What does the record show with respect to the 
success of the trade agreements’ program in that respect? 
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Mr. Scuuttz: Again I am prone to say that there is still another factor in the 
setting before we ask ourselves this really hard question which Whittlesey just 
put to us. That is, we have a threat of inflation, and the lowering of tariffs—and 
the lowering of them sharply and substantially and more than would be done 
really under the trade agreements, I fear—would also heip check that inflation 
when it strikes and where it strikes. We ought to get more tires and textiles in 
from Brazil; we ought to get watches in from Switzerland; we ought to get 
matches in from Sweden and other products to help check inflation and bring 
some resources into this country. 


Mr. WHITTLESEY: Has the reciprocal trade agreements’ program shown that 
it is effective in accomplishing that sort of thing? 


Mr. Crayton: The program has shown up to date that our exports and im- 
ports have both increased very substantially—and particularly the exports— 
in the period between 1934 and 1939, which is the period within which the trade 
agreements’ program was in effect before the war. Very importantly for the suc- 
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cess of the program, it also shows that the exports to trade agreements’ coun- 
tries have increased a great deal more than they have to non-trade agreements’ 
countries; and imports from trade agreements’ countries have increased 2 5 per 
cent, and in the case of non-trade agreements’ countries the imports have in- 
creased only 13 per cent. 


Mr. Scuvttz: The record looks fine when you say it that way and say that 
we have made agreements with twenty-eight countries. Yet the fact is that we 
really have not gotten our tariff wall down much. We have a very high tariff. It 
is Too per cent on many products; it is a 150 per cent tariff on others. That 
barrier still stands in a very important way. 


Mr. Cayton: You are right with reference to certain commodities, but, on 
the whole and on the average, we have made, I think, very substantial and very 
encouraging progress in getting our tariff down as shown by the fact that, under 
the Smoot-Hawley Tariff Act, the average duty on dutiable goods imported into 
the country was 50 per cent and now, after the operation of the trade agreements’ 
program and the making of these twenty-eight agreements and the reductions 
and so on which we have made, it is only 35 per cent. Therefore, we really have 
made some progress. 


Mr. ScuHuttz: You put it from 50 per cent average duties to 35 per cent 
average duties. 


Mr. Crayton: That is right. 


Mr. ScHuLtTz: But that hides the fact that we can bring a lot of these duties 
down the next 50 per cent and they still would not compete because the tariff 
structure from which we started was so high—particularly in many of the indus- 
trial spheres—that we simply are not yet geared to foreign prices and foreign 
costs in some of our imports. : 


Mr. Crayton: That is right. You make a good point. Of course, the average 
protectionist does not really believe he has protection unless he has the tariff 
so high that it really excludes imports and kills competition. 


Mr. WuITTLESEY: That is a prohibitive rather than a protective tariff, and 


there is a lot of that. 
You have indicated that the channels of trade must be cleared, and you 


have also demonstrated that the reciprocal trade agreements’ program is an 
effective device for doing the clearing. Just how does the reciprocal trade agree- 
ments’ program work as contrasted with other means of reducing tariffs? 

Mr. Scuuttz: How is it administered? How does it really work as a tech- 
nique? 
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Mr. Waitttesey: What is the organization, and what is the procedure? 


Mr. Crayton: I will be glad to say a word about that. The reciprocal trade 
greements’ program is administered by a government committee which is 
omposed of representatives of the State Department, the Treasury Depart- 
nent, the Department of Agriculture, the Department of Commerce, and the 
ariff Commission. This committee has the responsibility of administering the 
ct. Before any agreement is made, the fact that an agreement is contemplated 
rith, say, Country X is published as well as a list of the commodities on which it 
3 contemplated that we may make concessions in trading with that country. 
uverybody then has an opportunity to come in and state his position on that 
aatter, so that any private citizen who wishes can protest against the change in 
luties. 


Mr. WuitTLEsey: They can also protest when the Congress revises the 
arifis. 


Mr. Crayton: Yes, they can; but the essential difference between the two 
ystems is that, while Congress does reduce tariffs, which is very seldom, by the 
ray (their changes are generally upward, as you know), they have gotten noth- 
1g for it. It was what we call a unilateral reduction. In other words, we just re- 
uced on our own and got nothing from any other country for it. In the recipro- 
al trade agreements’ program, we make a trade, and the other fellow reduces 
is tariff when we reduce ours. 


Mr. WHITTLESEY: There is an objection which I see. It takes the Congress a 
reat deal of time to revise tariffs by that procedure. At the time of the Smoot- 
lawley revision, the Congress was occupied most of its time for a period of 
ighteen months. 


Mr. Scuutzz: I wish that it had taken them ten years if they are going to 
ave that kind of tariff. 


Mr. Wuirttesey: Not if they come out with that result, sir. The fault is that 
iis procedure is time-consuming if legislators have other very heavy duties. 
t the same time, the result is very inadequate. 


Mr. Scuuttz: Many a congressman realizes that the old tariff technique in 
ongress was just exhausting in terms of the time and energy which it took from 
olicy-making on the part of Congress, but the point which Clayton made is 
sry important. There was log-rolling—there was collusion of special interests 
ho gave no concern and had no regard for the general interests of the United 
fates. We have had the worst kind of procedure there in terms of the general 


iterest. 
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Mr. Crayton: That is right. 


Mr. WuirtLeseEy: Does the reciprocal trade agreements’ program improve 
on that? : 


Mr. Crayton: The Reciprocal Trade Agreements Act is administered b 
regular employees of the government who are not subject to the same kind of po 
-litical pressures which congressmen are. 


Mr. Scuuttz: No, it is not the same thing. Here I do want to take you to 
task, Clayton. I do feel that this committee which you are talking of can als 
get itself in the mood and position of doing nothing, of injuring no one, of really, 
making no substantial cuts, and of being so cautious and so careful that we get 
nowhere, too. 


_ Mr. Crayton: But the best answer to that is that they have done a grea 
deal, as I pointed out. They made a very substantial tariff reduction. 


Mr. Scuuttz: I do not think that they have. 
Mr. Crayton: From your point of view, no, they have not reduced it s 
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nuch as you think they should have reduced it and as a great many economists 
ind a great many good hard-thinking citizens believe. But we have to take into 
iccount two things principally. As I said before, we have to take into account 
yublic opinion. We can go no farther than the public will let us go. Then, also, 
he administration of it must be able to show that no serious injury has been done 

o any American industry by reason of the operation of the act. | 


Mr. Scuuttz: But let me put the thing another way. We could have im- 
yroved, or we could have done better, and we still can. Suppose the Senate, in 
\ddition to taking the House version, which was passed yesterday, puts in a 
roviso that all tariffs that are now 100 or 150 or 200 per cent are all to be 
ought down to, say, some common level like 50 per cent? Then we can do 
omething. 

Mr. Crayton: I do not really think, with all due respect, that that is the 
yay to go at it. The only way to get a real scientific selective adjustment in the 
ariff is for the Congress to give the responsibility or to give the discretion to 
ome executive department of the government and let it do the job free of these. 
ressures. 
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Mr. WuittLesEy: Schultz is surely correct when he says that, when a rider 
is attached which says that they can move only so per cent below the existing 
level, the possibility of their reducing it to the point that you would regard as 
desirable is circumscribed by that fact. I would think that certainly one of the 
improvements should be to remove the restriction now imposed upon the 
amount of reduction possible. 


Mk. SCHULTZ: You see, we hurt no one. Now, I am going back. For instance, 
the Congress has not really cleared the ground sufficiently to do enough. Sec- 
ondly, it seems to me that in the executive machinery we can also get cautious. 
For example, in the next several months or years we are going to have inflation. 
One way to fight inflation is to let in more resources. We ought to move fast. We 
ought not to be negotiating for twelve months and eighteen months. We ought 
to get a new agreement with the United Kingdom and Canada quickly. 


Mr. Wuitt eEsey: I would like to criticize Clayton for suggesting that the 
fact that we hurt no one is in the defense of this plan. There is a saying that one 
cannot make many omelets without breaking eggs. The proof of our accomplish- 
ing something would be possibly the fact that somebody did feel the pinch. 


Mr. Cayton: You fellows do not have the responsibility of getting this act 
through Congress. I just would like you to appear before some of these com- 
mittees as I did for three days and have to defend the proposition. 


Mr. Scuuttz: I sympathize with what you are saying, but, nevertheless, we 
are too near the problem sometimes. 

There is one other point which is very long range and broad. We are now em- 
barked on public policies in other fields and plans—notably in agriculture— 
which in the next five or ten years are going to put some of our main farmers into 

the protectionist camp, even the cotton farmer and wheat farmer. 


Mr. CiAyton: I hope not. 


Mr. Scuuttz: They are going to get an interest, you see, in the two-price 
system and the subsidies and public appropriations which go with it. They are 
going to begin to brace themselves against the very things which we want in 
open trade and in opening channels of trade with the rest of the world. 


Mr. WuItTLEsEY: The substance of the matter is that we have to go beyond 
a straight bilateral balance. What we need is some device for multilateral nego- 
tiation so that we can negotiate with more than one country at a time. 


Mr. Scuuttz: We also have to see that this particular policy, little as it does, 
does do something important, but we have to see to it that it is not being offset 
by other policies to which we are now committed. I think that our support-price 
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program in agriculture is definitely a great danger to the trade agreements’ pro- 
gram when we look ahead four or five years from now. 


Mr. WuitTLesEy: It is clear that the reciprocal trade agreements are a nec- | 
essary link in meeting the international problems of peace. They are a token of | 
America’s willingness to assume the responsibilities that go with our tremendous 
economic and political importance in the postwar world. Proof of the willingness | 
to learn from the past and to avoid the mistakes of the inter-war period can be 
provided only if we go forward with this program. 

Furthermore, they will facilitate the reconversion of our economy along lines 
of greatest efficiency, and they will avoid drawing new producers into inefficient 
industries merely because of the protection which our laws give them. Finally, 
they would keep on our books a law which has demonstrated its usefulness be- 
cause of the overwhelming importance of rebuilding world trade as one means of 
achieving lasting peace. 
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What Do You Think? 


. What is the relation between the reconstruction of world trade and the mak- 
ing of the peace? Why did the speakers emphasize the importance of economic 
problems? Discuss the relation between economic and political cooperation 
in world affairs. 


. What lessons do you think America might learn from the economic conse- 
quences of World War I? Do you think that America is now ready to assume 
her economic as well as political responsibilities among the nations of the 
world? How can American economic policy be revised, even though it con- 
tradicts traditional policy, to provide for our changed economic position? 


. Describe the program and the objectives of the reciprocal trade agreements’ 
policy. How much do you think that it has accomplished since its inaugura- 
tion in 1934? Do you think that the trade agreements have been successful 
in reversing the historical American trend toward ever higher tariff barriers? 


. Do you think that the reciprocal trade agreements’ program would serve as 
a “token” of our willingness to cooperate in world economic affairs? Are you 
in favor of other methods of achieving international collaboration? What are 
they? How have the operations of the Lend-Lease program affected the prob- 
lem of American international economic collaboration? 


. What is the relation between a growing world trade and full employment in 
the United States? What is the difference between free trade and the policy 
of reciprocal trade agreements? Do you think that the reciprocal trade 
agreements’ program can move rapidly enough after the war to develop a 
large volume of foreign trade? What is the relation between internal economic 
policies and international ones? 


. What other economic programs would you suggest to support international 
trade? How do international cartels, for example, promote world trade bar- 
riers? What part do you think that trade barriers played in causing the pres- 
ent war? In your opinion what is the relation between prosperous world trade 
and world peace? 
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